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The project CASES, coordinated by INTELI, involves also, in the present phase, the
Centrim - Centre for Research in Innovation Management, from the University of Brighton
and the Fraunhofer Institute for Systems and Innovation Research, located in Karlsruhe.

The CASES started four months ago and partners are still producing the final Pilot
Phase Report. In this sense, this paper is a very preliminary version of a final document and it
is being presented considering this specific context, the current GERPISA workshop,
basically a research-discussing meeting.

PROJECT STRUCTURE AND GOALS

The study of current changes in European supplier environments is the main goal of
the project. This requires the analysis of possible causal explanations both, from industry
specific factors and from the insertion in national specific settings, following comparative
case studies in Portugal, United Kingdom and Germany.

Ongoing modifications in the industry and the reconfiguration of interfirm
relationships within supplier networks partially result from the search for new ways to create,
access and coordinate competencies to support the innovation processes.

The Figure 1 describes the structure and the project’s goals, furthermore defining the
aspects related to learning, innovation and cooperation as adjustment behaviours. These
actions are endogenous to inter and intra firm relationships, in a context determined by
differentiated strategies and operations of automobile manufacturers and the emergence of
new focal points of global players supplying modules and systems.

                                                
1 camacho@inteli.pt
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Figure 1. – Framework model and project’s goals

METHODOLOGICAL ASPECTS AND RESEARCH HYPOTHESIS

The model
For a better understanding of the preliminary conclusions of CASES, it is necessary to

summarise some on the methodological aspects and research hypothesis, which are the
following:

Ø Learning, innovation and cooperation are adjustment behaviours carried out by the
firms in order to achieve a better performance, which is the necessary condition for
the survival and the future development of the firm liable to changing competitive
pressures and to the need of faster responsiveness.

Ø The adjustment behaviours are specific of each firm and arise from the dynamics
of the interaction between the organisation and its environment. The results of this
adjustment are changes of the organisational competences, mechanisms, structure
and offer, as well as and the emergence of new, but bounded, representations of
the environment and its agents.

Ø These changes at firm level are embedded in a network environment. The
evolution of the inter-organisational network structure results from an dynamics in
which changes in firms and structure are inter-related, although liable to the
overall driving forces resulting from the integration in the industry evolving
context and the action of national specific factors, as shown in Figure 2.
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Figure 2.- Research model

In what concerns present analysis, learning is a distributed process, involving different
kind of organisational actors, through which firms and corporations acquire knowledge and
develop new competences. The build up of coherency, the selection of direction and the
implementation of this process are provided by a complex system of incentive and
coordination mechanisms, subjected to a non-homogeneous demand (product, geographic
location, standards and regulations), determined by change of technological content of
product, path dependent from firms trajectories and influenced by an variable demand and an
unstable industry’s dynamics.

However, the ongoing reconfiguration of industry, in which externalisation of
competencies is only part of the question, raises questions regarding the sustainability of
previous forms of innovation and organisation of competencies. However, “if cooperation
becomes the main form of competencies and knowledge coordination, its various
manifestations could, depending on the given institutional environment (Amable, Barré,
Boyer, 1997) diverge substantially”.

New innovation and interaction processes
In this setting, it is possible to define innovation as a process, from which new

knowledge, not previously available, emerges, and new routines may be developed, including
those on how to learn. In this sense, the innovation process may be characterised as:

Ø A set of problem-solving activities, specific to a context and related to particular
actors;

Ø Interactive, eliminating the false contradiction between pull and push views and
introducing time as an extremely important factor.
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Ø A cumulative process, such as the learning effects, but also involving the relational
aspects of trust and opportunism.

Ø Non-maximising, due to bounded rationality and information costs. Routines and
heuristic behaviours are the normal mechanisms, instead of the optimisation
procedures.

In a perspective of intense and repeated innovation (Hatchuel, Masson, Weil, 2000),
resulting from the growing number of models launched and the reduction of development
time, the concept of co-development tends to evolve, determining new configurations in the
interaction between supplier and customer in the innovation process.

There is room for new type of solutions, products or technologies, not entirely
developed, in which some elements are not completely validated before their inclusion in a
new project. However, main variation of parameters is controlled in such a way that final
forms and industrialisation aspects might be guarantee during project execution.

From the viewpoint of the dynamic relationship client – customer “to develop a semi-
finished product or technology is always an exercise based on a two ways prescription, with
designers prescribing the setting fro developers, while these, by means of the improvements
introduced and validations undertaken, prescribe next steps to explored by designers”
(Hatchuel, Masson, Weil, 2000).

This is similar to the “learning by monitoring in that creates an information
symmetrizing machine in which actors must keep one another abreast of their intentions and
capacities. In simultaneous engineering and error-correction … actors must teach each other
important elements of their respective specialities and reveal the logic of their intentions in
order to make themselves comprehensible” (Helper, MacDuffie, Sabel, 1999).

This perspective gives room to suppliers, involved in carmakers’ networks in which
these processes emerge, namely innovative small and medium size suppliers. However, it also
sets up some basic conditions:

Ø The capacity to control and innovate in the associated manufacturing processes;
Ø The ability to organise, either internally or externally, the constellation of

competencies in order to enter in this interaction, to validate concepts and to
promote rapid industrialisation processes;

Ø The emergence and development of new competencies and qualifications
(inexistent) needed for a straight work with design departments of customers.

Which are the limits for this kind of approach? This is one of the question marks
implicitly raised by the project. According to project assumptions, these processes depend on
carmaker product and outsourcing strategies, defining mechanisms of corporate governance2.

Characteritics of evolving supplier networks
For the purposes of the present study, and in order to assist the understanding of

preliminary conclusions, the network of suppliers might be defined as an operative concept,
involving both hierarchical and coordination mechanisms in which:

                                                
2 “Search routines that break through the constrains of habitual responses to design and operational

problems may not be well suited to higher-level monitoring” (Helper, MacDuffie, Sabel, 1999).
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Ø Competences are coordinated in order to produce, integrate and deliver pieces of a
final product or service.

Ø Learning and innovation activities are developed in order to adjust firms’
competences and network relationships to business strategies of final integrators.

Ø Contracts (projects and orders) and their incentive structure and long-term mutual
commitment define the framework for cooperation in which intra and inter-
organisational learning are developed, investments are made to produce specific
productive assets, and changes occur, either at organisational level or in firm’s
offer.

Ø Cooperation activities are developed under bounded co-existence of trust and
opportunism and mutual information asymmetry, promoting distributed processes
of competence leverage.

Ø Current networks’ structures are complex and increasing inter-related
environments populated by actors addressing different geographic presences and
different manufacturing and service competences. New focal points have been
defined due to the growing importance of both intermediate integrators of systems
and modules as well as design and engineering service firms.

Ø Processes occur in order to produce coherency and integration are developed as a
result from strategic movements implemented via mergers and acquisitions.

Methodology
A multiple and crossed case studies approach was chosen as the most suitable research

methodology. This choice is supported by the following reasons:

Ø It is the approach most appropriate to cope with the “how” and “why” questions –
explanatory (and also exploratory).

Ø It is aware of the crucial role of pattern and context in achieving knowledge;
Ø Case Study research covers both phenomenon of interest and its context, yielding a

large number of potentially relevant variables.
Ø The research’s goal is to expand and generalise theories (analytic generalisation)

and not to enumerate frequencies (statistical generalisation). This means that the
unit of analysis is not a sample and each case study must be significant.

Ø Supported on a theoretical framework, multiple case studies may turn to be a very
important source of knowledge enrichment, in a replication logic, identifying and
analysing similar or contrasting results.

The Figure 3 describes the general model of analysis. As result of a previous
evaluation, the model is customised to each case study, not only to have the significant actors
involved but also to coordinate with the other case studies carried out in different countries or
already performed.
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Figure 3.- General partial network model of analysis

The reflexive monitoring of actions includes not only the behaviour of actors analysed
individually but also the monitoring of the scenarios in which the action is developed…To
investigate the constitution of social systems as a strategic conduct3 is equivalent to study the
ways by which actors mobilise the structural elements – rules and resources – through their
social relations. The structure shows-up, in this case, the way how mobilisation of the
discursive conscience is operated by actors and pursued in their social exchanges. (Giddens,
1984)

The Figure 4 defines the ongoing activities of the Pilot Phase. The pilot case studies
are carried out in order to refine data collection plans with respect to both the contents of the
data and procedures to be followed. At a second level, the pilot cases provide conceptual
clarification of the goals and the design of the research strategy. In this phase, companies
targeted have already a less structured and prolonged relationship with researchers, are object
of proximity and personal contact and the interviewees and companies’ staff are aware of the
pilot characteristics.

                                                
3 By contrast to the institutional analysis.
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Figure 4. - Pilot Phase activities

CASE STUDIES PERFORMED AND PRELIMINARY CONCLUSIONS

Case studies
Three case studies have been conduced in current phase, in Portugal, United Kingdom

and Germany, but a set of interviews has also been carried out in France. The partial
networks, including actors identified as significant, have made possible to assess one OEM
and one first tier in the UK and Portuguese cases, as well as evaluate the connections to one
first tier and one equipment manufacturer in Germany case. The Table 1 summarises the main
characteristics of each supplier company and case study.
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Table 1.- Main characteristics of the case studies

Case Ownership Product Integration of the company Dimension
Year 2000

Relationships
researched *

PT Private family
owned group

Plastic
injection
parts

- Diversified group. Automotive area by
far the main business. Endogenous
growth.
- Started-up (1958) manufacturing
moulds. This area remains vertically
integrated.
- Production units in Brazil (plastics
injection and moulds) and Europe
(Portugal and France)

Turnover
1 000 000 Euros
- Moulds: 50
- Plastics: 150
Employees group
- Moulds: 510
- Plastics: 1380

- OEM
- 1st tier
customer
- Internal
group
connections
with mould
company
- Machine
company
supplier

UK Private family
owned group

Plastic
injection
parts

- Diversified group originate (1959) and
still producing corrugated packaging,
crates and pallets for the food industry
(main business).
- Auto division established by
acquisition in 1986.
- Five injection units (3 UK, 1 Belgian
and 1 Spain) still recently without
coordination.
- Sub-contracts tooling.

Turnover
1 000 000 GBP
- Auto: 120

Employees
Auto division:
1100

- Toolmaker
- OEM
- 1st tier
customer

G Family – 90%
Main
customer –
10%

Diecastin
g moulds

- Started-up in 1961 and remains
specialised in diecasting moulds up to
35T (Al and ALMg)
- Joint-Venture (50%) recent with a
machine company

Turnover
1 000 000 Euros
- 13
Employees: 120

- 1st tier
customer
- Machine
company

During an initial evaluation of empirical work and respective reports, partners came to
the conclusion that the simultaneous investigation of inter and intra firm changes revealed to
be of great opportunity and made viable the crossed analysis from which it is possible to
extract the following conclusions.

Preliminary conclusions
Globalisation and regional business spaces

The empirical work already done makes possible to notice a clear difference between
North America and European companies’ business models, although it is not possible to
assess the differences between Ford and GM yet, for instance. This is not a new conclusion,
as it is always reported in previous studies. However, in what concerns this study, way might
become an important finding are the ways chosen by suppliers in order to deal with these
differences.

This distinction was reported about outsourcing strategies and their correlation to
product strategies.

This is also shown by the course of changes in the purchasing structure of a first tier
company researched in one of the partial networks. The company started from a local
purchasing structure and operations, followed by the definition of a global structure.
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Nowadays, the group pursues regional operations and is structured in US, EU and
international organisation (including Asia, Mercosur and Eastern Europe) branches.

The companies, even when operating in different regional spaces, retain characteristics
of their regional base origins, with some adaptations to regional where they actually operate.
These practices were identified either concerning the product definition or regarding
contractual rules and inter (and also intra) firm relationships.

A greater emphasis on modular outsourcing includes also, in one case, the complete
fragmentation of activities from development and engineering to final assembling of the
module (among different suppliers) was stated as well.

In addition, these practices were concomitant to heavier financial charge and risks
over suppliers within contractual relations. However, this trend was also reported as becoming
increasingly demanded by European companies.

Less assistance to suppliers was also one of the characteristics relevant to typify the
behaviour of North American companies, showing consistency with research hypothesis in
what concerns supplying environments.

The consolidation processes, the companies’ offer and the opportunity to develop strategies
The ongoing consolidation process in the industry, either from the carmakers or the

suppliers viewpoint, may be regarded as a threat for the Portuguese based companies,
considering their present trajectory, insofar as it reduces the number of suppliers delivering
directly to OEM and it raises the resources needed for this direct interaction with carmakers.

It might also made unviable current movements to progress towards a greater
centrality in the networks, making them accessible for acquisition and lose of independence,
as recent events have shown-up4 or as it is expressed by the Spanish reality.

However, in current unstable and dynamic environment, the study of forms by which
these processes have been carried out, as well as by a closer evaluation of OEM decision
making processes, make possible to define opportunities for the strategies development, either
direct to OEM or / and towards first tier suppliers.

In general, the M&A movements make possible to identify strategic intentions of
companies involved, namely in what may be considered the future offer of the firm. This offer
would implement a previous evaluation of business environment and would allow a
consequent strategic formulation. However, it is at the level in which the capacity to
articulate, integrate, coordinate resources and to redefine rules and processes is operated that
potential turns into reality.

In one of the current case studies, it was possible to identify and to analyse, a first tier
supplier that has recently bought a large complementary (product and technologies) company.
This supplier defines itself, at this new phase, as a major interior global player.

However, after the acquisition process, the strategy for the reorganisation of activities
seems to give place to a kind of federation of knowledge and productive nucleus. Therefore, it
                                                

4 As it was the recent acquisition of TAVOL by Gonvarri.
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will be denying the main goal stated -  a integrated offer resulting from the recombination of
competencies.

Even the cross selling, i.e., the hypothesis of taking advantages from a previous
commercial to sell products of companies acquired, and vice-versa, is threaten due to options
from clients in order to reduce excessive dependency from one single supplier. In this way,
this set of companies may be considered a sub-net with some stronger coordination and
integration properties5.

If this scenario is confirmed, and maintained, there are opportunities for the
development of strategies, in which the parameters to be considered are, not only the presence
in regional spaces where customers are present, but mainly the capability to compete6 with
units perceived with some autonomy.

Medium size companies strategies
Comparing the Portuguese and UK cases, it seems to be possible to state that, although

with different trajectories, both companies share analogous situations. The inexistence of
national brands, in Portugal because no relevant mark ever existed, and in UK since the
collapse of Rover, gave place to similar movements:

Ø Investments in productive units, or logistic facilities, established close to final
assembly operations of their clients;

Ø Investments in Technical Centres nearby development centres of European
clients7

Again, this is not a new movement, as it was already observed before. The novelty
emerges from the geographic origin of the companies, the time and the current context of the
industry.

The way companies access tools (including firms trajectories) may be considered what
really distinguishes both companies, and be determinant in their future. In the former,
toolmaking is an activity vertically integrated, while the later needs to sub-contract its
execution, and in this sense has to intermediate the relation between toolmaker and the OEM.
These differences have given place to different approaches regarding performance, financing
questions, control of the process and innovation capabilities.

From the comparison between the German and the Portuguese cases, the cooperation
with machine suppliers to find innovative solutions at productive level process should be
                                                

5 Though requiring deeper research, both case studies, the Portuguese and the English, reported similar
situation with different global first tiers.

6 This raises other questions regarding the endogenous factors. Some of them are considered in the
present text, such as the access to information and knowledge. Others, such as the role status in networks, are not
the object of the current study.

7 This evolution, both in the Portuguese case and in the English case, or even in the German case by its
absence, would point out for the validation of Thesis of the Structural Conditions for the Modernity. Contrasting
to industrial capitalism, in such hypothesis, the discussion about systemic inequalities among central and
peripheral nations should be located around the opportunities opened by the position (and its access) in new
structures of information and communication. In the same way “the reflexive production, in this context, it is
only possible in presence of information flows and knowledge acquisition. Some forms of institutional
governance are more favourable to reflexive governance than others. (Lash, S. 2000)
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stressed. In both situations, these innovative solutions have opened the way for innovative
solutions, at a product design level, developed in collaboration with customers.

More complex processes and emphasis in interface management
The changes at supplier level (including first tier suppliers investigated in partial

networks) are simultaneous with the “complexification” of rules and resources, accompanying
an organisational change towards more differentiated functions and a clearer reinforcement of
the management component separated from technical activities.

This process is articulated with the strengthening of functions connected to
management of interfaces (intra and inter firms), in order to better coordinate relationships
with clients and suppliers. This is underlined either by the emergence of new professions, or
by the typology of qualifications required, according to what was mentioned by the
companies in study.

The degree and the way how these changes are elaborated show a correlation with past
trajectories and management practices. Furthermore, they are also as an expression of their
integration in specific supplying networks.

The utilization of teams with variable competencies and geometry, with a clear
separation between management and technical functions, was one of the practices referred.
Are these practices the most efficient way to cope with the need to coordinate productive and
immaterial competencies? Or, on the other hand is this a practice that hides difficulties (or the
inexistence) of coordination modes and coherency production mechanisms, as suggested by
some descriptions? This is one of the questions that, at a micro level, may give an answer on
the sustainability of current reconfigurations:

Ø Internal coordination costs are very high, compared to transaction costs in current
practices of the industry.

Ø Performance is poor and company’s offer doesn’t reflect strategic original intents.

Diverse, and in evolution, institutional environments
The tendency for externalisation and the growing-up of outsourcing activities raise a

dilemma in the medium term, namely because, due to the progressive losses of competencies
and knowledge by OEM. Will these companies remain able to innovate and to define their
offer in an autonomous way? Is this a decisive question in what regards the configuration of
the industry and the relationship with suppliers?

The Renault has been implementing a flexible and innovative product offer. In a
preliminary analysis, it was possible to identify the way how structure and internal processes
have enabled a periodic and systematic search for innovative solutions in products and
processes. The company manages its relationship with supplier in order to identify innovative
proposals that may come up. This search is articulated with the capacity to manage their
diffusion by the different models and the coherent integration at vehicle level. The
procurement, the engineering and the design have a strong articulation but with a clear
ascendancy of the later. Innovative suppliers are rewarded with larger contracts and pushed to
promote R&D activities.
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On the other hand, the trajectory of VW group seems to point out a polycentrism in
what regards design, development and engineering of each brand (VW, Skoda, SEAT and
Audi) although with different competencies8. These practices of polycentrism have been
applied only to some phases, while procurement and the supplier process selection is heavily
integrated and coordinated, as well as the management of common parts between models.
Recent statements on product strategy changes towards the use of more common modules in
detriment (?) of the platform strategy became one of the research issues.

Nevertheless, the empirical research has shown differences among brands regarding
the way in which development areas manage their relationships with suppliers.

CONCLUDING REMARKS

The industry presents, in current situation, elements of great dynamics and instability
characterising the reconfiguration process, involving structural changes and the reorganisation
of the productive system.

The globalisation process has progressed in a way to produce some coherency at
regional level, when understood as”(1) an integration of markets (product strategies), (2) a
space for structuring productive systems and (3) a level at which an articulation can set up
between supply and demand” (Carrillo, Lung, van Tulder in Lung, 2000).

The new geography of the industry has brought new elements, such as the end of UK
national brands or the transformation of Spain in the third larger European vehicles producer9,
while without any national brand if SEAT is considered to be integrated in VW universe, with
its strategies and operations determined according to this integration.

The current environment is marked by diverse forms of institutional structures,
determined by product and outsourcing strategies of the OEM and the emergence of large
suppliers. This is also the environment in which small and medium sized, national based
suppliers, develop their operations and define their business and technological strategies.

While representing a threat, this environment also shows some potential for evolution,
if assessed in a dynamic perspective. The developing of the framework of analysis,
privileging the coordination of competencies and knowledge, in a very decomposability way,
may also constitutes am important tool. The instability and the dynamics of the industry
require permanent and updated strategic information, integration in broader networks of
information and knowledge and a deep and rich interaction between a micro and macro
analysis at research level.

                                                
8 The empirical research work is still ongoing.
9 CCFA, 1999 data: Spain (16,3%), UK (12.8%) and Italy (10%)
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